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Gun Control 

The Bureau of .L\lcohol, Tobacco and Fireanns \'Iill expand efforts 
to curtail illegal commerce in firearms in large metropolitan 
areas. This effort, which was directed by the President in 
the Message on Crime, is designed to assist local law enforce­
ment efforts to curb violent crime by identifying and disrupting 
illeaa1 rirearms distribution channels. An additional 500 
Federal investigators \'}ill be employed to work closely with 
local officials in the 11 largest metropolitan areas. The 
program will begin with 180 additional investigators assigned 
to Washington, D.C., and two other cities in 1976. In 1977, 
the program will expand with 320 additional investigators. 
Eleven cities in all will be covered. They are as follows: 
Boston, Chicago, Dallas, Detroit, Los Angeles, New York, 
Philadelphia, Pittsburgh, San Francisco, St. Louis, and 
Washington, D.C. The Bureau is redirecting 60 investigators 
from the suppression of illicit liquor to the ne\'l firearms 
program. This redirection coincides with the decline in 
illicit liquor activity . 
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Illegal Aliens 

Each year a great many aliens enter the United States illegally, 
seeking economic opportunities that do not exist in the countries 
from which they cane. The number of illegal aliens in the 
United States is uncertain, but 788,000 deportable aliens 
were located in 1974--about twice the number of immigrants who 
entered legally in that year. 

Historically, illegal aliens have worked along the Southwest 
border as agricultural laborers. Today, however, there are 
increasing concentrations in urban, industrialized areas 
throughout the country, and though some are willing to accept 
employment for \I/hich Americans are unavailable, many others 
compete for jobs of interest to American workers. All live 
in fear of apprehension and are subject to economic exploitation 
or abuse. 

This influx of unauthorized immigrants has important but as yet 
unclear implications for the United States. In 1975 the 
President established a Domestic Council Committee on Illegal 
Aliens and instructed it lito develop, coordinate and present 
policy issues that cut across agency lines to provide better 
programs for deal ing with this national probl em. II Until the 
Committee has finished its studies and recommended a compre­
hensive program for addressing the issues, the President has 
instructed the Immigration and Naturalization Service 
(Department of Justice) to concentrate its efforts on rigorous 
enforcement of current immigration statutes. 

The 1977 budget seeks to improve the balance within the 
Immigration and Naturalization Service (INS) in the allocation 
of resources devoted to apprehension, detention, and ultimate 
expulsion of illegal aliens who live and work in metropolitan 
areas of the United States. While the investigative arm of 
the Service has the capability to identify relatively large 
numbers of allegedly illegal aliens, little can be done with 
those who are apprehended because of the inadequacy of 
detention facilities, the limited number of detention and 
deportation personnel and the lack of sufficient funds for 
alien removal. Aliens are often held for a few hours and 
released on their own recognizance prior to removal from the 
country. As one would expect, few reappear as ordered. For 
example, over a two month period in New York City, 449 persons 
were apprehended and released pending arrangement of trans­
portation out of the country; only 22 returned on the date set 
for their departure . 
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In keeping with the President's intent to enforce effectively 
the immigration and naturalization statutes, staff resources 
available to I&NS will be redeployed in 1977 and more than 
$10 million will be added to the Service's budget for 
detention and deportation. A new document control system and 
other productivity imorovements will make it possible to 
reduce the number of inspectors aL ports of entry by 133 
positions; the investigative arm of the Service will be reduced 
by 127 positions--primarily by ~ecreasing the number of 
investigators working on routine background checks. This will 
enable the Service to employ 106 new detention guards and 98 
deportation personnel. Border Patrol staff will be maintained 
at 1976 1eve1 s . 
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f e~,S2:'El l ,) r eau (1 f _Ln.y. (IS ti.lli1~t 'j n (F~U 

The F d _ ill Bu t' pall of Inv cs tiqa t"ion's (FBI's) budget v/ill 
deCrE'itSC by appr OXi! :lately ~~l, i~ mciilion 'in 1977, The decrease 
is part ly due to dec lining \,,f(Jrk 'locd fror:! 1969 to 1975, The 
FBI's inv~s tiq (l,t i v e \'1 rkl oad hAS decr ea sed by approximately 
22% fr ~n 1959 to 1975 whi le the agency wor kforce has increased 
hy 2l l; ' u ~t. 25% dU 7"ng t'le same per'iod (s ee t able belm-I). This 
dmvm':ard sh ift 'is prilnaril y expl ained by th r ee faetot's: the 
drop ' n deserti on c, ses due to the disenq3.ge:n ent from Viet 
Nam nd the crea t i on of all vol unteer arm ed forces, the 
trans Fer of cert.a i n tvpes of e ses (stolen cars and thefts from 
intersta te shi pm nt) to the. ~ tates for investigation. and the 

jnew aliey of pri oritizing F I investigative casework. 
Hec09il'izi ng theso cha ngil1~J t nds in FBI \'-JO rkl oad' , the 1977 
budg et assumes a '1% productivity increas e in FBI workforce, 
allO'.-/in~, a decreas e of 250 po s itions. This proposal attempts 
to bring the FBI workforce mor c in line with anticipated 
worklc Jd , and at the same tilne recognizes t he increased 
complexity of the FEn's current investigative mission, particu­
larly in the areas of organized and white collar crime. 

Investi~ative Special 
r'1a tters ~~~ 

1969 859,666 6,832 
1973 774,579 6,572 
1974 745,840 6,564 
1975 673,957 8,,404 

The 1977 budget also oroposes to require 50 ~~ reimbursement from 
the State and local governments for training provided by the FBI 
as well as to reduce equipment purchases and premium pay. 

To assure that trained agents are available to replace those agents 
who must retire by January 1978, 80 temporary \'.JOrk-years were 
provided in 1977 which will permit training of 450 new agents. 



Customs 

The U.S. Customs Service budget will increase by $5 million in 
1977. This net increase is due to pay and other price increases, 
offset by reductions in staff and equipment purchases. 

The decrease in staff relates to recent declines in workload 
requirel~lents from those level s previously anticipated. Previous 
workload estimates assumed continuation of past increases in the 
number of travelers and formal import entries which had been 
averaging 8% over the past 10 years. Over 1,000 additional 
average positions were added to. handle the projected increase 
in workload as shown below. 

Est. Act. 
1973 1974 1975 1975 

Formal import entries* 3,240 3,206 3,640 3,015 
Persons arriving* 251,618 259,619 268,800 249,730 
Average positions 11 ,772** 11 ,878 13 ,076 

*Amounts in thousands 
**Includes 702 average positions transferred to the Drug Enforce­

ment Administration under Reorganization Plan No.2 of 1973. 

The decreased workload in 1975 has reduced previous estimates for 
1976 as shown below. 

Previous Revised 
Est. Est. % 
1976 1976 Difference . 

Formal import entries* 3,484 3,135 -10% 
Persons Arriving* 278,200 257,000 -8% 
Average Positions 13,255 

*Amou nts in thou sa nd s 

The number of travelers and import entries is expected to increase 
in 1977. However, the expected workload remains below that 
previously expected as shown in the table below, for both 1975 
and 1976. ~ 

_\ .­
:)Previous Revi sed '-;",Est. Est. Est. 

~' 

1975 1976 1977 

Fonnal entries* 3,640 3,484 3,355 
Persons arriving* 268,800 278,200 267,000 
Average Positions 

realized or estimated 13 ,076 13,255 12,936 

*Amounts in thousands 

t;' ~ 
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The reduction in staff of 319 average positions to 12,936 
average positions in 1977 will provide a better balance 
betvJeen staff and expected workload requirements. The 
stuffing level provides for processing workload at rates 
wliich are similin~ to those achieved prior to 1975. The 
effort to interdict drugs and other contraband will continue 
to remain a high priority in the rl!stcilS Service . 
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Administratively Uncontrollable Overtime U\UO) fOl" Law Enforcement 
"(fnicers ' 

Federal Law (5 USC 5545) authorizes the heads of Federal law 
enforcement agencies to award prel1liurn payor "administrat'ively 
uncontrollable overtime" (AUO) to investigators and other law 
enforcement officers who vlork irregular overtime hours on 
schedules that cannot be predetennined and approved in advance. 
In 1976, 22,000 employees of the Internal Revenue Service, the 
U.S. Customs Service, the Secret Service, Treasury Department's 
Bureau of ,1'11cohol, Tabacco, and Firearms, the Federal Bureau of 
Investigation, the Immigration and Naturalization Service, the 
Drug EnforcDnent Administration and the U.S. Marshals' Service 
are eligible to receive between $1,500 and $3,700 annually in 
administratively uncontrollabl e overtime payrnents. 

The practice of aVoJarding premium pay is necessary to assure that 
la\,1 enforcement officials will be compensated \lJhen they \<Jork 
extra hours for legitimate reasons without prior supervisory 
approval. For example, a narcotics investigator cannot ah/ays 
know in advance that he will be following a suspect at the end 
of his normal eight hour workday, and it would not be realistic 
to terminate an active investigation simply because the clock 
reaches 5:00 p.m. 

Although AUO is necessary, improved management can be used to 
reduce expenditures in this area. Agency allowances for 
administratively uncontrollable overtime will be reduced by 
about 25 percent in 1977, resulting in an outlay savings of 
$17 million. Management personnel will be instructed to 
tighten up on administrative regulations and work schedules 
to assure that officers who must work irregular, unscheduled 
and unsupervised overtime hours receive the full premium pay 
to which they are entitled. Personnel on routine assignment 
will be expected to complete their \<Jork in the normal eight 
hour tour of duty or, when extra work is absolutely necessary, 
to schedule supervised overtime in advance . 
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State and Local law enforcement assistance 

The fight against crime, particularly violent crime, is primarily 
a State and local government responsibility. The Federal 
Government plays a supportive role by providing financial and 
technical assistance to State and local governments and criminal 
justice agencies to strengthen their ability to operate, effectively. 
The 1977 budget continues to €!!1ph,]s ize the importance of this 
Federal assistance role, but in a manner which (1) features 
greater selectivity in funding programs and projects with 
potential for reducinq crime and (2) more clearly distinguishes 
between Federal, State, and local government capabilities and 
responsibilities. 

Specifically, for the La\'1 Enforcement Assistance Administration 
(LEAA), the major program for providing financial and technical 
assistance, the budget requests $708 million in new budget 
authority for 1977, dO\'Jn approximately 1m~ from the 1976 funding 
level. The 1977 budget assumes greater selectivity and evaluation 
of LEAA programs to determine their impact on crime reduction. 
Major 1977 budget proposals include the following: 

Matching block and discretionary grant programs are 
down slightly from 1975 (approximately 6%) reflecting 
the need for a more cautious approach in selecting 
programs for funding which have potential for reducing 
crime. The most significant new program proposed is 
the "High Crime Area Program, II an initiative to target 
assistance funds to urban areas with high crime rates. 

Programs which will aid in the evaluation of LEAA 
effectiveness--planning grants; technical assistance; 
research, evaluation, and technology transfer; and 
data systems--will be maintained at approximately 
the 1976 level. 

The Law Enforcement Education Program, which provides 
criminal justice system training for college students 
and State and local police officers,will be eliminated, 
except for full-time students currently enrolled in 
multi-year courses of study. This function can be more 
appropriately funded and administered by State and 
local governments. However, the transition quarter
budget does contain $40 million which will permit funding 
of the 76-77 academic year for current students. 

The new juvenile delinquency programs authorized by the 
Juvenile Justice and Delinquency Prevention Act of 1974 
will be funded at a level of $25 million. This will be 
accomplished by a request of $10 million in new FY 77 
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obligational authority and a deferral until FY 77 of 
$15 million from FY 76 appropriated funds. This nevI 
program supplements more than $100 million currently 
spent annually on juvenile delinquency from other 
LEAA programs. This program will be intensely 
evaluated during 1977 to determine its effectiveness. 

The Federal Bureau of Investigation (FBI) also provides assistance 
to State and local governments through its laboratory analysis
and training programs. The 1977 budget continues the laboratory 
analysis program at current funding levels but requires State 
and local qovernments to reimburse 50% of the costs of training 
received from the FBI. This latter proposal recognizes the 
unique law enforcement training capabilities of the FBI but 
requires State and local governments to share the costs of the 
program, from \-'Jhich they primarily benefit . 

• 




Internal Revenue Service 

The 1977 Presidential budget provides continued emphasis on 
revenue-generating activities which directly and indirectly 
encourage voluntary compliance with internal revenue statutes. 
Anticipated productivity increases, combined I:rith greater 
selectivity in choosing cases, are generally expected to 
allow the 1977 program level to approach that of 1976. 
Although average positions will be reduced by 3 percent helow 
1976, the 1977 level will still be comparable to 1975, as 
shown in the table below. The budget level presumes that 
additional measures ~"i11 be taken to constrain property and 
equ i pment procurement, space a Hera t ions, pri nti ng and postage, 
graphic arts, administrative travel, executive training, use of 
space, and agent overtime. 

1974 
Average Positions 
1975 1976 1977 

Actual Actua 1 Est ima te Estimate 

Executive direction and internal 
audit and internal security 

Data processing operations 
Co 11 ecti on 

1,741 
24,817 
11 ,243 

1,867 
26,035 
12,326 

1,874 
26,623 
12,604 

1,771 
26,412 
11 ,383 

Taxpayer Service 
Audit of tax returns 

2,798** 
25,488* 

3,380** 
28,373 

4,218 
28,100 

4,062 
27,580 

Tax fraud and special 
investigations 

Taxpayer conferences and appeals 
Employee plans and exempt 

organi za ti ons 
Other supporting programs 

3,793 
1,409 

1,568* 
2,905 

4,130 
1,423 

1,807 
2,998 

4,062 
1,494 

2,075 
3,114 

3,675 
1,445 

2,247 
2,984 

Total average positions 75,762 82,339 84,164 81,559 

* - Adjusted to separately identify average positions devoted to 
employee plans and exenpt organizations in audit (1,379) and 
technical rulings and services (189), since these programs 
were not separate budget activities in 1974. 

** - Excludes some 700 staff years of Audit and Collection 
employees detailed to this activity during filing season. 

Reductions in executive direction, internal audit and other 
support activities reflect overall reduction in the size of the 
Service. The budget provides for pr'ocessing the rising number 
of tax returns filed each year, but with tight constraints 
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overall on related data processing operations. While the 
reduction in Collection personnel is substantial--almost 
10%--more than half is accounted for by completion of a 
special inventory reduction effort in 1975 and 1976. While 
Taxpayer Service is reduced 4~s from the FY 1976 level, it is 
20% over the 1975 level. This budget will allow assistance 
to a~ estimated 40.2 million taxpayers, as c~npared with 
41.9 million in 1976 and 41.0 million in 1975. Despite a 
reduction of 520 average positions in' Audit, total returns 
examined are expected to increase about 10% in FY 1977 due 
to a substantial increase in the number of routine audits 
processed in the IRS service centers and a slight decrease in 
comprehensive audits in IRS district offices. Average 
emplo~ent for tax fraud activities is reduced some 9.5%, 
reflecting in part the overall reductions in IRS employment 
and in part, a closer scrutiny of staff years devoted to special 
investigative efforts that have not been exclusively related to 
tax administration. Fluctuations in the taxpayer conference 
activity are directly related to changes' in the level of 
audit activity. Personnel resour~es in employee plans vdll 
concentrate on processing a substantial part of the anticipated 
surge of employee pension plans to be filed during 1976 and 
1977 under provisions of the Employee Retirement Income 
Security Act of 1974 . 

• 




_~x ecu tiv ~__.9ffic e.lnu?l9.)'ment 

The Executive Office of the President performs a variety of 
functions that will be continued in 1977. The following table 
presents the full-time, end of year employment totals for 
each of the offices over the three year period 1975-1977. 

Emp1oyment Fu 11-Time 

6-30-75 6-30-76 9-30-77 
Actual Estimate Estimate 

White House Office 534 500 485 
Executive Mansion and Grounds 78 82 82 
Domestic Counci 1 32 40 40 
National Security Council 72 72 70 
Office of the Vice President 30 30 30 
Office of Management and Budget 603 660 640 
Office of Federal Procurement 

Policy 0 22 26 
Council of Economic Advisers 35 46 39 
Citizens Advisory Committee on 

Environmental Quality 1 1 1 
Council on Environmental Quality 51 44 40 
Council on International Economic 

Policy 28 29 21 
Council on Wage and Price 

Stability 37 44 42 
Office of Special Representative 
fo~ Trade Negotiations 45 45 49 

Office of Telecommunications 
Policy 61 48 41 

Total 1,607 1,663 1,606 

In 1977, enployment will be reduced to 1975 levels for these 
ongoing functions. Both 1976 and 1977 totals reflect the 
additional 24 positions that were transferred to the Office of 
Management and Budget and the Office of Federal Procurement 

/"-:;r:~Policy by the Congress when it recently abolished the GSA Office .. "':)' 
of Federal Management Policy. " <\ 

1"':":':: ~ ; 
The 1976 and 1977 totals will be increased by 30 positions when i

, .;-! 
the President's proposed legislation to create an Office of ~~ 
Science and Technology is enacted. This will bring the 1976 
level to 1.693 positions and the 1977 level to 1,636 positions . 
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New York City Seasonal Financing Fund 

Public Law 94-143 authorizes the Treasury Depal~tment to make 
short-term loans to the city through June 30, 1978, from 
the New York City Seasonal Financinq Fund. The amount of loans 
outstanding may not exceed $2.3 billion at anyone time, and 
must be repaid within the year borrowed. These loans ~ill 
facilitate New York City borrowinq d~ring periods when local 
expenditures exceed revenues and will be repaid when most 
1oca 1 tax revenue is received, usua l.ly between Apri 1 and June. 
New York City wi 11 pay into the Genera 1 Fund of the Treasury 
interest at the rate of 1% above Treasury borrowing rates. 

As provided in Public Law 94-143, the outstanding loans will 
be sold before the end of the Federal fiscal period to the 
Federal Financing Bank; hence, they \'lill not be reflected as 
outlays in the budget. 
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Regulatory Agencie~ 

For 1977, the President's budget for the ten independent regulatory 
commissions reflects his concern for needed reforms in the substance 
and process of Federal regulation. His recommendations include re­
programming existing personnel (and in some cases adding resources) 
in order that the agencies can better accomplish four priorities: 
(1) better analysis of the economic consequences of regulations; 
(2) reduction in delays of regulatory proceedings; (3) improved 
consumer representation; and (4) greater emphasis on areas where 
competition can supplement or replace regulation. Each agency is 
discussed in more detail in the following paragraphs. 

Civil Aeronautics Board 

The CAB operational budget for 1977 is $21.7 million, about $1.8 million 
over 1976. The CAB has indicated that it \'Jill pursue major reform of 
air carrier economic regulation in 1977. The budget contains a staff 
increase of 29 positions and the reprogramming of present resources 
to priority regulatory reform activities. Principal reform initiatives 
will include the modernization of Board procedures to minimize pro­
cedural delays, review and evaluation of ratemaking criteria such 
as load factors and rate of return, evaluation of air carrier subsidy 
and service to small communities, and improved analysis and research 
for examination of agency policies and operations. 

Commodity Futures Trading Commission 

The CFTC budget for 1977 is $11.2 million, the same as in 1976. 
At the same time its end-of-year employment ceiling (FTP) for 1976 
is 450 which is 2% above the current staffirg level but 29 below the 
expected level on June 30, 1976. These reductions from projected 
levels were made because the Commission has not demonstrated a need 
for more resources. The Commission came into being April 21, 1975 
(replacing the Commodity Exchange Authority). Its staffing pattern 
for 1976 indicates that it will not reach its originally assigned 
ceiling in the current year and therefore ought to reexamine its 
staff requirements before requesting additional personnel. 

Consumer Product Safety Commission 

The 1977 budget maintains the President's original 1976 request level 
for CPSC. In the light of substantial increases in 1975, this resource 
level is sufficient to enable CPSC to make progress towards its essential 
objective of reducing the unreasonable risks of injury from consumer 
products. For 1976, a rescission of $5 million has been proposed to 
reduce the CPSC appropriation to the President's request level. 

Federal Communications Commission 
~ ...#-""'7· 

The FCC program for 1977 will increase by 19 positions over program""::''''/,,
levels for 1976. ' ~ 
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These increased resources will be devoted to further im~lementation 
of the Commission's automated data processing systern--in its fourth 
year in 1977. This effort is a major part of the agency's regulatory 
reform pl'ogram and is intended to speed up processing t-ime for ap­
plications, license changes, and renewals for approximately six 
mi 11 i on broadcast and citi zen band 1 i censes. By the end of 1977, 
the FCC should show increased productivity in many processing 
activities. This will improve public ~ervice and free existing 
FCC resources for other, more important tasks. 

Federal Maritime Commission 

The program level for the Federal t1aritime Commission (FMC) will be 
essentially the same in 1977 as it is in 1976. The FMC is reviewing 
its enabl ing statutes and administy'ative processes to determine where 
regulatory improvements might be made. 

Federal Power Commission 

The 1977 budget for the Federal Po\~er Commission provides a staff increase 
of 60 positions and additional funding of $4.8 million over the 1976 
levels. FPC's responsibilities for managing reduced supplies of natural 
gas are growing in complexity and importance. Staff increases will 
enable the Commission to investigate and manage diminishing interstate 
gas supplies more effectively. The additions will also help avoid 
delays in the availability of new natural gas from Alaska and alleviate 
a growing backlog in FPC's hydroelectric licensing work. Further, the 
President's 1977 budget includes additional funds to develop and improve 
FPC's Regulatory Information System. The system will enhance FPC's 
productivity by simplifying procedures under which companies report 
data and generally streamlining t~e flow of regulatory paperwork. 

Federal Trade Commission 

The budget request for the FTC stresses its antitrust enforcement 
responsibilities. Thirty new positions are proposed to supplement 
existing antitrust staff. Outlays will rise from $46.9 million in 
1976 to $52.6 million in 1977, with most of the increase attributed 
to expanded antitrust enforcement. 

Interstate Commerce Commission 

The ICC proposes to pursue major reform of its regulatory processes 
in 1977 with a net reduction in personnel levels. The reprogramming 
of resources to priority reform activities and modernization of surface 
transportation regulatory practices will enable the Commission to effect 
meaningful reform and modernization of surface transportation economic 
regulation. Principal reform activities are expected to include 
implementation of procedural actions to expedite formal case processing, 
development of a permanent planning capability, improved costs and 
benefits analysis, emphasis on expanded general rulemaking to reduce 
time consuming case-by-case adjudication, assessment and evaluation of 
the compliance program, and examination of agency policies and operations . 
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Nucle21~ nC'qU l~l iJ Y-v Cc;m,ti ss -i on - -- -------.-"'-.--~-------

Fundin~j for ~'R C wi n inc r cFlse subs tanti - lly b(~c a us e of the 
im p cir~(tnt rol e '::Ilic h Nf:C plays in ensudnq tha L nuclear pm'fer 
continues to be a silfe c: nd environmenta lly (lce ptd b-l e r,ieu_n:; 
of Sj eneratiWJ el ectric ity _ Th e Uni ! ej ~; ti:J t e s needs udditiorvd 
nu cl er;,)' pm'let fl lants in o,'d pY' to ach ieve mo re en erqy indepF'ndC:i !,--e 
fran f oreign sup ~ l iers and t o pr ovi de consumers wi th cheaper 
elcctt'icity t" n dhernative sources can [)f'ovi dc . The additional 
resources for fmC v,'-ill h~~l p enab le thc~ U.S. to achieve the 
benefits of nuc -Iear pow::)' by a ssurinq adequate at1:r' ntion to the 
problens of safe ty, enviro nmen tal eFfec ts , and sa feguarding 
nuclear materials against t heft . 

The NRC 1977 bud\:I(~t v.Jill PQrm-it cont inued progress in reducing 
the time requi~"ed to issu e. nu c-Iear power re_actor construction 
permits. In the near term t he COiilmissi on intends to reduce the 
average time for license approvals fr~n 21 month s to 16 months, 
and hCls established a near- t erm goal of J4 months. rmc's 
inspection progl" (j i1l \'1ill be expll nded to kr'~ep paCt~ vd th the 
growth in the number of power reactors i n operation or under 
construction. Moreover, additional inspectors wil l be provided 
for the nuclear safeguards and materials inspection function. 

The 1977 budget provides for a 50% iii,cT cf! $C in outlays and a 
35% increase in staFf for the Nuclear Mat erials Safety and 
Safeguards program. This program is responsib l e for designing 
and implementing !mc'S safegua rds and nuclear materials 
licensing program. A 23% increase in outlays for NRC's 
regulatory research program (confirmatory assessment) is al so 
projected. Within this program, l arge increases arc provided 
for the high priority reactor safety research effort and further 
research on safeguards, fuel processing, storage, transportation, 
and disposal. 

Securities and Exchange Commission 

The budget provides for 57 more full-time permanent positions 
i'n 1977 than 1976 to enable the SEC to implement the Securities 
Acts AmEndments of 1975. Additional funds are also included 
for SEC support of the National Market Advisory Board. At the 
same time these increases are taking place, the Co~nission will 
be taking steps to ma nage better its existing resources: 
Reallocating Dositions to high priority programs, funding 
mandatory price increases within the current 1976 appropriation 
and initiating management actions intended to permit future 
reduct ions in employrnent subsequent to 1977. 



~~~l...eral Revenue Sharin~l and General Purpose Fiscal Assistance 

Since 1972, the Federal government lias provided fiscal assistance 

to State and local gover~nents with a minimum of red tape and 

administrative expense through General Revenue Sharing. 


The present, five-year authorization for General Revenue Sharing 

will E:nd December 31, 1976. 


The record shovls that the program has been highly successful. 

Already, of the $30.2 billion authorized, more than ~23.5 billion 

has been paid to nearly 39,000 states, counties, cities, towns, 

townships, Inrlian tribes and Alaskan native villages. The money 

is allocated equitably, according to formulas set forth in the 

law, using data which are provided by the U.S. Bureau of the 

Census and rev-ie'~ied by the recipient governments themselves. 

The funds are paid quarterly, in predictable amounts. 


These funds have done much to strengthen the viability of our 

Federal system of Government, a system predicated upon the shared 

exercise of powers and responsibilities. Revenue Sharing combines 

the efficiency of the Federal revenue raising system with the 

experience and the accountability that comes from allowing locally 

elected governments to set priorities for their own States and 

communities. It has been the foremost of a number of recent 

initiatives to reform Federal aid to States and localities so 

that the governments in our system can work more effectively 

together to meet the needs of our citizens. 


When suoport was growing for the enactment of the current revenue 

sharing program, our State and. local governments were struggling 

with inadequate and regressive tax resources to meet the mounting 

demand for services being placed upon them. Hhile Federal 

categorical aid programs of various types were available, they 

did not provide a help for many of the problems facing local 

governments. Federal grants often did not go to support basic 

services, such as sanitation or fire orotection, where help 

was often needed. At the same time, the then available Federal 

aid programs had the effect of making recipients adjust their 

o\'In priorities to areas where grant money was available. An 

additional burden often present was the need to match the 

Federal contribution with State and local funds. These 

characteristics of aid programs produce a stifling effect on 

the creativity and accountability of State and local governments. 


/In enacting General Revenue Sharing, Congress wisely concluded 
that a new type of qeneral ized, "no-strings" Federal assistance 
was needed ,to get,us back on the road to a sounder Federalism. 
The revenue sharing funds distributed over the three years the 
program has been in existence have helped th~ 50 States and 
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nearly 39,000 local communities maintain vital public services 

and stabilize the crushing burdens of taxes upon which they 

mu st depend as important sources of their own revenues. 


The Administration has proposed extending the revenue sharing 

program for 5 3/4 more years. The 3/4 year interval is designed 

to take into account the forthcoming t~ansition to a new October 

Federal fiscal year. The program would next expire in Sept~lber 

1982. To pemit State and local governments to properly plan 

their FY 1977 budgets, it is important that Congress act soon 

on this legislation. 


The legislation which President Ford submitted to Congress in 
April, 1975 would continue to provide $150 million annual 
stairstep increases in funding level. The $150 million 
increase which the existing program provides for its final 
six-month entitl ement peri od (Ju ly throug h December 1976) wou ld 
be spread out to cover a full twelve months. In effecti ng thi s 
change, the Administration's proposed legislation authorizes that 
$1.626 billion be distributed for the period beginning July 1, 1976, 
and ending September 30, 1976, and that $6.542 billion be distributed 
during the fiscal year beginning on October 1, 1976. The level of 
funding increases by $150 million for each of the following fiscal 
years through that beginning on October 1, 1981. 

'. Over the 5 3/4 years during which the new program is to run, this 
level of funding would result in a total distribution of $39.85 
billion, plus a non-contiguous States' allowance of $27.5 million. 
The $150 million stairstep increases represent approximately a 
2.4% annual increase in funding at the present level of the 
program. Measured another way·~ by FY 1982 the amount of 
revenues shared will have increased by $937 million over the 
current level of payments. 

The President's proposal retains the present, uncomplicated 

structure of the General Revenue Sharing program. State govern­

ments would continue to receive one-third of the total amount 

allocated for each period; and the remainder would continue to 

be allocated among units of local government. Only one 

modification in the allocation formula has been suggested: an 

increase in the maximum constraint imposed upon allocations to 

local governments. Whereas the law now limits the amount a 

local government can receive to 145% of the average local 

statewide per capita·allocation, the President has recommended 

increasing this limit to 175% at the rate of six percentage 

points per year. This would permit additional funds to flow 

to some larger, urban areas, with little net dollar loss to the 

few places which now benefit from the effect of the constraint . 
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Improvements in the existing Act have also been proposed which 
would clarify the nondiscrimination provisions of revenue 
sharing law and require that opportunities be provided for 
citizens to participate in decision-making with respect to 
uses of the money. 

General Revenue Sharing is by far the least expensive to 
administer of the hundreds of Federal fiscal assistance programs 
now in existence. This $30.2 billion, five-year program is 
currently being administered by a total staff of approximately 
100 persons at an annual operating cost of $3 million . 
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FEDERAL PAY 


Background 

Historically, the pay of Federal civilian white­
collar employees and of military personnel lagged 
behind salaries for comparable work in the private 
sector. The Pay Comparability Act of 1970 was designed 
to bring the salaries of Federal white-collar employees 
up to the same levels as comparable private sector 
rates. Due to that law, virtually full comparability 
now has been achieved except in the case of certain 
executive, legislative, and judicial salaries which 
are limited by other statutes. During the past six years, 
pay raises have increased the salaries of Federal white­
collar employees by an average of 6.3% each year. Military 
pay rates have been adjusted by the same average percentage 
given to white-collar employees under the General Schedule. 

Unlike salaries for white-collar employees and military 
personnel, which are set on a nationwide basis, the pay 
rates of Federal blue-collar employees (such as carpenters, 
mechanics, and laborers) are set under a different system. 
This "Federal Wage System" provides for comparability 
between Federal and private sector pay rates in the same 
locality and consists of 137 different locality schedules 
established at varying times on an annual basis. Certain 
features of the current law governing this system have 
resulted in Federal blue-collar employees receiving rates 
which exceed those paid their private sector counterparts. 
For example, the present legal requirement that each grade 
have five steps, with the second step equated to the 
prevailing private sector rate, means that Federal blue­
collar employees in the upper steps are paid more than 
comparable local rates. 

Over the years, criticisms have been made and questions 

raised (e.g., by the General Accounting Office) concerning 

some of the methods currently used to measure comparability 

for· both white- and blue-collar workers. Accordingly, 

in his 1976 Budget Message, the President announced his 

intention to establish a high-level advisory group to /;''''. ;:,'. 

conduct a comprehensive review of the major Federal . " .,~; .'\ 

civilian employee compensation systems and to present .... ':~') 


-to him policy recommendations on how the Federal Government. ':'~1 

could best determine the appropriate levels of total com- ',.,. 

pensation for its employees. 
 < ... j' ..,/ 
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President's Panel on Federal Compensation 

In June 1975, the President's Panel on Federal Com­
pensation was established. It was chaired by Vice 
President Rockefeller. The primary objective of the 
Panel's review was to ascertain any needed changes in 
Federal compensation policies and practices, keeping 
in mind the goal of a system which is fair and equitable 
both to Federal employees and to the public and which, 
at the same time, enables the Federal Government to 
attract and retain a capable workforce. 

After careful study, the Panel concluded that the 
basic principle of comparability with the private sector 
is the correct basis for setting Federal salaries, but 
they also recommended a number of ways in which the 
application of this principle can be improved. These in­
clude splitting the General Schedule (under which white­
collar employees are paid) into two schedules, in order to 
more closely approach comparability; determining salaries 
for clerical and technical employees on a locality basis; 
further exploring the feasibility of comparing pay and 
benefits on a total compensation basis; and using the 
Advisory Committee on Federal Pay in ways that will 
encourage a more cooperative relationship between labor 
and management representatives in the comparability- . 
determination process. 

Presidential Administrative Action 

The President has approved the Panel's recommendations, 
in broad outline, and has directed that steps be taken to 
work out specific proposals. Some of the recommendations 
involve administrative changes in the way white-collar 
pay rates are compared with those in the private sector. 
Decisions on the precise nature and extent of changes 
in the methods used will depend, in part, on recommendations 
of the President's pay agent, the Federal Employees Pay 
Council, and the Advisory Committee on Federal Pay later 
this year. For example, it has been decided that the pay 
agent will broaden the occupational base of the wage survey 
by including secretaries and computer operators. The 
agent will be working with the Pay Council in the corning 
months on the weighting of pay rates by employment distri ­
bution and, for purposes of arriving at budget estimates, 
it has been assumed that a decision on weighting methods 
will be made prior to the October 1976 pay adjustment . 
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Legislative Changes 

The President's Panel on Federal Compensation also 
recommended reform of those aspects of the law governing 
wage board pay rates that result in blue-collar Govern­
ment workers earning more than comparable non-Government 
employees. The President will propose legislation to 
achieve this purpose. The budget proposals include the 
effect of this legislation and estimate a 3.4% pay 
adjustment in the wage board system for FY 1977. It 
should be noted that the estimates assume no employee 
will receive increases of less than 3%. 

Work has begun to develop legislation necessary to 
implement other Panel recommendations. It is anticipated 
that such legislation will be submitted to the Congress 
early in the current session. 

Economy and Pay Limitations 

It is clear that, in the months ahead, the President 
and the Congress will have to call upon all citizens for 
continued restraint in order to maintain economic stability. 
It would be inequitable and ineffective to issue such a 
call unless the Executive Branch had exercised a degree of 
economic restraint within its own house over those items 
which are within its control. A possible restraint on 
Federal salary increases is not intended to reflect 
adversely on the Government's esteem for its employees, 
but rather an overriding concern for the country and 
its citizens as a whole. 

Full comparability pay at this time might be incon­
sistent with other efforts to strengthen the economy and 
bring inflation under better control. Thus, the President 
is considering ways to limit the size of Federal pay 
raises if it becomes necessary for the economic well-being 
of the nation and until such time as economic and 
budgetary objectives more nearly have been achieved. A 
final decision on whether pay will be restrained, and 
how, will be made by the President in the late summer 
after a review of the economic conditions at that time 
and of the recommendations of his pay agent, the Pay 
Council, and the Advisory Committee . 
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Impact on FY 1977 Budget 

The budget assumes that pay increases in October 
1976 will be limited to 5% and that ~o employee will 
get less than 3%. Each 1% increase in Federal pay 
rates above this estimate would raise the Federal 
payroll by approximately one-half billion dollars. A 
return to comparability is assumed in FY 1978. The 
total cost of pay increases for FY 1977, based on 
these assumptions regarding civilian and military pay, 
is about $2.4 billion distributed as follows (in billions) : 

Defense Other agencies Total 

Civilian personnel .6 . 8 1.3 

Military personnel 1.0 * 1.0 

Total ..... . 1.6 . 8 2.4 

*Less than $50 million. 

Note: figures do not add due to rounding. 

Budget Document Cross References 

Further information on these matters can be found in 
Part 5 of the Budget, under "Allowances," and in Special 
Analysis H. 
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Federally-Administered Retirement Systems 

The Federal Government operates five major retirement 
systems: 

Social Security 

Railroad Retirement 

Civil Service 

Foreign Service Retirement 

Military Service Retirement 


The Administration is proposing improvements in all those 
systems. 

Summary of budget proposals 

Social Security 

The Administration is proposing a social security tax 
increase of 0.3% for both employer and employee, effective 
January 1, 1977. This will overcome the immediate problem 
of trust fund annual outgo exceeding trust fund annual 
income. For the average individual worker, this will 
result in an increase in 1977 social security taxes of 
$22.50. The added tax will increase trust fund revenues 
by an additional $3.5 billion in 1977. 

The Administration is also proposing legislation to cure 
a flaw in the present method of computing social security 
benefits. If left alone, this flaw would eventually result 
in retirement benefits higher than pre-retirement wages. 
The Administration proposal will keep in effect the same 
ratio between retirement benefits and pre-retirement wages 
that exist today. 

The Administration is proposing three items of legislation 
affecting benefits, which will save $826 million in FY 1977: 

• 	 Prohibiting a retroactive lump-sum payment, if this 
would permanently reduce a beneficiary's monthly check; 

• 	 Making the retirement test a solely annual test, by 
dropping the present monthly test; and 

• 	 Beginning a phase-out of student benefits, with sup­
port of needy students to come from education programs . 
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Federal Civilian and Military Retirement 

These systems all increase benefits to account for the 
change in. the Consumer Price Index (CPI), as does social 
security. They all contain, however, an extra 1% add-on 
to the change in the CPI; this feature progressively over­
compensates beneficiaries for increases in the cost-of­
living. The Administration is proposing legislation to 
remove this feature from all the systems. 

Social Security 

The social security system, which provides retirement, 
survivors, and disability benefits to covered workers, 
is the largest social insurance program in the world. 
Benefits are financed from contributions made by employers 
and employees to the trust funds. Under current law, the 
following payroll tax rates apply to employer and employee 
on the first $15,300 in wages: 

OASI 4.375% 

01 .575% 

HI .900% 

Total Social Security 5.850% 


Since both employer and employee pay this rate, the total 
tax rate is 11.7%. 

Social security covers approximately 90% of employment in 
the United States. The major groups not covered are: . 
State and local employees, railroad workers, and Federal 
military and civilian employees. In the current year, 
social security benefits totaling $71.3 billion will be 
paid to 32.1 million retired or disabled workers and 
their dependents and survivors. 

In general,· a worker becomes insured for social security 
purposes by earning (and paying social security taxes on) 
a minimum of $50 per quarter for 40 quarters. An insured 
worker's survivor and dependents are eligible for benefits 
based upon the worker's earnings • 
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The Near-Term Financinq Problem 

The most immediate problem facing t.he social security 
trust funds is that they are paying more out in benefits 
than they collect in social security taxes from current 
workers. As a result, the trust funds' assets (generated 
from cash surpluses from earlier years) are shrinking. 
Under present law, the social security system will, if 
current trends continue, use up trust funds resources by 
the early 1980's. 

In order to assure that trust fund resources are not 
depleted further, the Administration is proposing a tax 
increase of 0.3% on both employees and employers, effective 
beginning January 1, 1977. On the average, this will 
result in a $22.50 increase in social security taxes 
deducted from an individual's wages in 1977. 

In addition, the Administration is recommending three 
other legislative changes to the OASDI program that would 
have an immediate impact on its growth, with expenditure 
reductions of as much as $.8 billion in fiscal year 1977. 
They are as follows: 

• 	 Prohibit lump-sum retroactive payment when this 
would permanently reduce a beneficiary's monthly 
check; 

• 	 Remove the monthly retirement test, thus applying 
the retirement test solely on an annual basis; 
and 

• 	 Phase out students' benefits. 

The Longer-Term Financing Problem 

Solving the near-term problem discussed above will not 
completely eliminate a second "solvency-crisis" for the 
social security system after the 1980's. While they may 
seem a long way off, events taking place today are lending 
to that problem in the future. 

In short, today's working people are earning claims on the 
social security system--that is, buying promises of future 
retirement benefits by paying taxes today--which the trust 
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funds will have enormous difficulty in paying. This is 
caused primarily by a low birth rate which, if sustained, 
will mean a lower ratio of workers-to-retirees in the 
year 2000 and thereafter. Simply put, while we have 3 
workers paying social security taxes to support each 
retiree in 1975, in 2000 there will only be about 2 workers 
per retiree. A lower ratio results in the need for higher 
payroll taxes per worker since fewer of them are working 
to support each retiree. 

While there is little we can do about the birth rate, we 
can try to see that the retirement benefits for today's 
working men and women are kept within reason and within 
the ability of the labor force of the next century to 
pay. A substantial portion of the projected deficiency 
could be avoided by removing a flaw in the current method 
used to compute social security benefits. If left unchanged, 
it would more than compensate future beneficiaries for 
increases in wages that occur between now and the time they 
retire. It even could lead to the situation where many 
future beneficiaries could receive a higher income from 
social security than they previously had obtained from 
working. The Administration is proposing to eliminate 
this flaw by maintaining for all future beneficiaries the 
same ratio of benefits to pre-retirement earnings that 
exists for people who retire today. By making this change, 
roughly half of the projected long-term actuarial deficit 
would be eliminated. 

Civil Service Retirement 

The civil service retirement and disability system was 
created to provide annuities for eligible Federal employees 
and their survivors. Membership in the civil service 
retirement system consists of approximately 2.7 million 
employees. As of June 30, 1976, about 1,472,000 retired 
employees and survivors will receive monthly benefits 
totaling over $8.0 billion annually. The system is fi­
nanced by matching contributions from the government and 
from employees. Benefits are based upon years of service 
and the average of the highest 3 years of earnings. 

Annuities under theCSC retirement system are adjusted to 
provide cost-of-living increases to reflect increases in 
the Consumer Price Index (CPI). Whenever the CPI increases 
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by 3% above the base month and remains at that level or 
higher for 3 consecut~~2 months, the annuity is increased 
by the highest percentage reached during the 3-month 
period, plus 1%, effective on the first day of the third 
month after the 3-month period, with the increase actually 
paid on the first of the following (sixth) month. The 1% 
add-on was enacted in 1969 to compensate for the lag 
between price increases and annuity increases. It is 
neither a timely nor an accurate method of maintaining the 
purchasing power of an annuity over time. It undercom­
pensates slightly in the short run and progressively over­
compensates in the long run. In the long run, in other 
words, this provision provides increases in annuities 
which are larger than the increases in the CPl. 

Vast increases have occurred in payment to Federal 
retirees during the last 5 years. The average civil 
service retirement payment to annuitants has risen from 
$283 per month (June 30, 1970) to $528 per month (June 30, 
1975). Elimination of the 1% add-on will save $69 million 
in 1977. 

Military Retirement 

The military retirement system is noncontributory, and 
is financed by appropriations to the Department of Defense. 
In the current year, benefits of $6.9 billion dollars will 
be paid to 1.1 million retired military personnel. 

Benefits are based upon years of service and basic pay 
immediately prior to retirement. A minimum of 20 years of 
service is required for eligibility for retirement and the 
maximum annuity can be no higher than 75% of basic pay 
immediately prior to retirement. 

The average payment to military annuitants has risen from 
$372 per month (June 30, 1970) to $452 per month (June 30, 
1974). 

The military retirement system contains the same 1% add-on 
as the civil service retirement system. The Administration 
is proposing legislation to eliminate the 1% bonus from the 
military retirement system as well as the civil service 
retirement system. This will result in outlay savings of 
$215 million in 1977 • 
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Railroad Retirement 

The railroad retirement system covers railroad workers, 
and is the only federally-administered retirement system 
for a specific industry's employees. Railroad retirement 
benefits are composed of two tiers: the first is equiva­
lent to a social security benefit and is financed in the 
same manner, i.e., employers and employees pay a total of 
5.85% each on the first $15,300 of earnings. The second 
tier, equivalent to a staff p~nsion, is financed by a tax 
on employers of an additional 9.5% of payroll. In addi­
tion, a $250 million annual payment is made from appropri­
ated funds to cover the cost of the windfall portion of 
benefits received by persons covered under the railroad 
retirement and social security systems. This windfall 
benefit will be phased out by the year 2000, and the 
appropriated funds payment will cease. In the current 
year, $3.5 billion in retirement, disability and survivors 
benefits will be paid to slightly over 1 million recipients. 
Under the Administration's proposal to increase the social 
security tax by 3% each for employer and employee, the tax 
rate on railroad employers and employees to finance the 
first tier of benefits will also rise by .3% to 6.15% each 
in January 1,_ 1977. 

Foreign Service Retirement 

The Foreign Service retirement system, generally quite 
similar in operation to the civil service retirement sys­
tem, covers approximately 8,000 employees of the Department 
of State, the United States, Information Agency, and the 
Agency for International Development. In the current year, 
$66 million will be paid under this system to Foreign Service 
annuitants, who will number approximately 4,500 on 
June 30, 1976. 

The Foreign Service retirement system contains the same 1% 
bonus feature as the civil service and military retirement 
systems, and the Administration is proposing legislation to 
eliminate that feature. This will reduce outlays by 
$1 million in 1977 • 
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Drug Abuse: Prevention, Treatment, and Law Enforcement 

Drug abuse is a tragic national problem which strikes 
at the heart of our national well-being. Counting 
narcotic-related crime, addicts' lost productivity, 
criminal justice sy:;::em costs, and treatment and 
prevention program as major items, estimates range 
from a conservative $10 billion upwards to $17 billion 
a year. In addition, the costs in terms of ruined 
lives, broken homes, and divided communities is 
incalculable. 

Accordingly, the highest pr10rity has been given to 
eliminating this threat over the past half decade, with 
total Federal expenditures growing from less than $100 
million to overthre~ quarters of ~ billion doilars for 
a comp'rehensive program of prevention and treatment, law 
enforcement, and international control. Real progress 
was made, but by early 1975, it was clear that conditions 
were worsening and that gains of prior years were being 
eroded. For example, "street" availability of heroin 
measured by price and purity, was increasing. Waiting 
lists for treatment existed again, after almost having 
disappeared. Drug related deaths and drug related 
appearances in hospital emergency rooms were increasing. .,-::__ 
Drug related crimes were on the upsurge. r:~' rO Ii)<_ 

. 	 I ' 

Deeply concerned about this evidence of increasing i~ ; 
availability and use of drugs, President Ford directed \~ ; 
a high priority review of the entire Federal effort in '........ ,Y 
drug law enforcement, treatment and prevention"and inter- '-._-_.... 
national control. He asked for a frank assessment of 
the extent of the problem and for detailed recommendations 
for making the Federal program more effective. The President 
has endorsed the resulting White Paper on Drug Ahuse, and 
the numerous Federal agencies and departments involved in 
the drug program are moving rapidly to implement its major 
recommendations for minimizing the adverse effects and social 
costs of drug abuse. 

The President's FY 1977 bud~et requests sufficient funds to 
implement all of the white papers major recommendations. 
For example, in line with white paper recommendations, 
additional resources are provided for: 

• 	 the growing problem of amphetamine and barbiturate 
abuse. The white paper concludes that chronic, 
intensive, and medically unsupervised use of amphetamines 
and barbiturates ranks just behind heroin abuse as a 
major social problem, affecting several hundred 
thousand Americans. To respond, the budget requests 
funds for treatment demonstrations for abusers of 
these substances, and provides 20 new positions within 
the Drug Enforcement Administration (DEA) for 
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strengthened regulatory and complicince activities 
aimed at preventing diversion of amphetamines and 
barbiturates from licit production; 

· 	 addi tional community trea-t:n2n-t capacity. Funds are 
included for the National Institute on Drug Abuse (NIDA) 
to fund at least 7000 new comInuni ty treatmen-t slots 
and to recover 1000 lost to inflation, thus providing 
Federally-supported community-based capacity to treat 
102,000 individuals at one time. In addition, other 
managerial actions will ensure greater utilization of 
existing community mental health institutions for 
drug users, and the treatme~t capacity of the Bureau 
of Prisons, the veterans Adsinistration, and the 
Department of Defense for their specialized clientele will 
be maintained; 

• 	 better targeting of law enforcement effort at high 
level traffickers. The Drug Enforcement Administration 
will add 82 positions for inproved intelligence and 
laboratory analysis aimed at supporting the existing 
investigation and enforcement effort. In addition, 
research will be focused on improving our capability 
to monitor drug abuse trends, and on developing tools 
and techniques to. improve the productivity of investi ­
gations and agents; 

• 	 improve job opportunities for ex-addicts. Additional 
funds are provided for a joint HEtijLabor program to 
investigate ways _to provide employment opportunities 
for persons in c.rid completing treatment, so that the 
distressing situation of returning to the same 
conditions which led to drug use can be-Bvoided. In 
addition, other managerial actions should ensure 
improved application of our vocational rehabilitation 
services to drug users. 

These specific budget increases are relatively modest because 
it was the unanimous conclusion of the task force which 
prepared the white paper that the most significant progre~s 
co~ld be made in the drug program through (1) more selectivity 
and targeting in the use of the current $750 million budget; 
(2) better intra- and inter-agency management; and (3) more 
effective mobilization and utilization of all the resources 
available in the Federal Government, State and local governments, 
the private community and from foreign governments engaged 
in the world-wide effort to combat drug trafficking. In line 
with this concept, the budget provides for: 
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• 	 continued material and technical support for 
other nations involved in the fight against drug 
trafficking and for the training of foreign narcotic 
agents; 

continuation of the DEA Task Force Program which 
capitalizes on joint Federal and local efforts, 
and continued training and laboratory support 
for State and local officers; 

a major multi-year program within the National 
Institute on Drug Abuse to evaluate the outcome 
of various types of treatment. 

--Iri-addition to these budgetary actions, existing resources 
are being retargeted to focus law enforcement efforts on 
high level drug traffickers and to ensure that treatment is 
provided to those individuals suffering most from drug abuse. 
Other actions underway should ensure increased interface 
between the treatment and criminal just'ice systems to assure 
that apprehended drug users are identified and provided 
opportunities for treatment. In the area of inter-agency 
coordination, officers of the Drug Enforcement Administration, 
the Immigration and Naturalization Service, and the U.S. 
Customs Service and their respective cabinet departments 
have prepared and signed joint "Memoranda of Understanding ll 

identifying operating guidelines which should end jurisdictional 
disputes and improve cooperation bebveen them .. 

In the international area, the President has spoken personally 
to Presidents Echeverria of Mexico and Lopez-Michels2n of 
Columbia and with Prime Minister Demirel of Turkey in an 
effort to strengthen cooperation among all nations involved in 
the fight against illicit drug traffic. Attorney General 
Levi has recently discussed mutual drug control problems 
with the Attorney General of Mexico, and the President has 
directed Secretary of State Kissinger to express to the 
Mexican government his personal concern that we explore 
opportunities for improved control. 

The President has also directed the Domestic Council Drug 
Ab~se Task Force which prepared the white paper to reconvene 
and prepare recommendations for improving our ability to 
control drug trafficking along the southwest border . 
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The President has'also taken steps which require congressionai 
approval before they come into force. For example, he has 
proposed a mandatory minimum sentence for drug traffickers. 
He has urged Congress to ratify the Convention of Psycho­
tropic Substances, so the United States can fulfill our 
obligation to other nations of the world to see that strong 
international controls exist for all drugs. Finally, the 
President has stated that he will send to the Congress a 
comprehensive message on drug abt:se establishing a frarne\vork 
for broad government responses in the weeks ahead . 
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EFFORTS TO INCREASE OPERATING EFFICIENCIES 

Federal agencies are making a concerted effort to 
take Clctions to increase their operati!lg efficien­
cies Clnd thereby reduce progrClm costs. 

Following are some examples of proposed agency 
efforts to increase operating efficiencies. Be­
cause these examples address specific efforts 
within an agency, they do not necessarily explain 
the overall changes in agency employment levels. 

Agriculture 

o 	 The Department of Agriculture plans to eliminate 

700 overhead positions through improved manage­

ment procedures and greater use of computer 

processes for administrative purposes. 


o 	 The proposed consolidation of categorical grant 

programs to feed needy children will free 320 

positions in the Food and Nutrition Service and 

will result in improved program administration. 


Commerce 

o 	 Consolidation of weather observation activities 
and improvements in weather analysis and pre­
diction techniques are anticipated to increase 
productivity that will result in savings in the 
National Oceanographic and Atmospheric Adminis­
tration. Similar productivity increases are 
expected in processing patent applications at /-\:~:r'A 
the Patent Office and in producing statistical (" . ".\ 
data series by the Bureau of the Census. Com-'~ '~ 
bined, these efforts will permit a reduction Of~\:;.;) 
191 full-time permanent positions. . ~ ~i 

<........_.-/ 

Defense 

o 	 Proposed actions to adjust fringe benefits and 

to correct inequities in the current military 

compensation system will save over $200 million 

in 1977 and $400 million in 1978. 


o 	 Civilian employment will be reduced through con­

solidation of functions. Estimated savings are 

$100 million ~n 1977 and $400 million in 1978 . 
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o 	 The Department of Defense plans to reduce the 
amount of administrative travel 5% below 1975 
levels. In addition, permanent change of sta­
tion travel is to be reduced by implementing 
policy changes to (1) permit reassignment over­
seas from Hawai.i, rather than requiring an 
intermediate tour in the continental United 
States; (2) create a limited home basing program 
that allows dependents to remain at a home base 
during unaccompanied overseas tours; and (3) 
require prescribed average overseas tour lengths 
avoiding shortened tour periods. Program savings 
are estimated to be about $250 million in 1977. 

o 	 Construction programs for 1977 will be limited 
to those essential for mission performance. 
The reduced family housing program, which is 

.. ~ being held to a lower level than was appropriated 
by Congress in 1976, reflects more reliance on 
available housing in the local community. 
Estimated program savings are about $900 million 
in 1977. 

o 	 Efficiencies are proposed in training and pro­
ficiency flying programs, including expanded 
use of simulator and other training aids that 
allow substantial fuel savings. Estimated 
savings in 1977 are about $200 million. 

o 	 Favorable 1975 recruiting experience permits 
lower levels in future enlistment bonuses. 
Reductions proposed will save about $30 
million in 1977. 

Health, Education, and Welfare 

o 	 The Social Security Administration (SSA) will 
increase its producvitity by 3% in 1977, 
enabling SSA to handle its work with 2,350 
fewer staff-years than if it operated at 1976's 
productivity levels. 

o 	 The proposed consolidation of 27 separate grants 
for education into a single block grant will 
reduce current administrative costs associated 
with each of the individual programs. In addi­
tion, the block grant will permit States to use 
funds according to their own needs and priori ­
ties in the area of education . 

• 




3 

o 	 A health block grant will be proposed to con­
solidate medicaid and 15 narrow categorical 
health programs that provide funds for various 
health services groups, communities, or delivery 
mechanisms. As in the case of the education 
block grant, this proposal will result in a 
reduction of administrative program costs and 
will also eliminate about 2,400 positions. 

o 	 Increased productivity and 46 additional po­
sitions will help the Guaranteed Student Loan 
Program to intensify its collection activities 
and meet its 1977 collection target of $33 
million. 

Housing and Urban Development. 

o Significant reductions are envisioned in" 
community planning and development staff due 
to the replacement of categorical programs 
by the more efficient Community Development 
Grant Program. 

o 	 Productivity increases are projected in the 
mortgage insurance, property management, and 
other activities of the Department. 

Justice 

o 	 The Federal Bureau of Investigation assumes a 
1% increase in agent productivity to (1) achieve 
a more appropriate balance between workforce and 
anticipated caseload and (2) assure continued 
caseload selectivity. 

o 	 Productivity gains in the Immigration and 
Naturalization Service will result in reduced 
outlays for port-of-entry inspections and 
background investigations of immigrants 
seeking U.S. citizenship. 

o 	 Overtime costs will also be reduced through 
productivity increases and management improve­
ments. 
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Labor 

o 	 The Employment Service anticipates a savings 
of 534 staff-years as a result of increased 
efficiGncy and reduction of administrative 
and management support activities. Estimated 
savings of $53 million are expected in 1977. 

o 	 Based on experience and Federal-State plans to 
improve procedures, the Unemployment Insurance 
Service expects a 3% increase in productivity 
for the base staff which will save about $11 
million. In addition, efforts to automate 
certain procedures in the unemployment insurance 
service in a limited number of States will also 
result in savings in future years. 

Transportation 

o 	 Technological advances have enabled the Coast 
Guard to automate previously manned lighthouses. 
Maintenance and watchstanding personnel require­
ments are decreased by about 75%. In 1977, 30 
military positions will be eliminated as a 
result of this program. 

o 	 As a result of automation efforts in the air 
traffic control operation, the Federal Aviation 
Administration (FAA) is able to moderate the rate 
of growth of the air traffic controller workforce 
required to ensure a safe and efficient air 
transportation system. 

o 	 A significant portion of FAA's facilities and 
equipment program will be directed toward 
replacing equipment and modifying facilities 
where the maintenance workload has been ex­
cessive. This approach is cost effective in 
that the workload demand for maintenance staff 
is lessened. 

Treasury 

o 	 The Internal Revenue Service plans increased 
productivity of 2% for staff devoted to the 
following functions: data processing, collec­
tions, taxpayer services, audit, tax fraud, 
taxpayer conferences, and review of employee 
retirement plans . 
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o 	 The U.S. Customs Service plans on a 2.4% staff 
reduction based on increased productivity. 
This reduction should not adversely affect the 
processing of expected workload or the inter­
dicting of drugs and other contraband. 

Nuclear Regulatory Commission 

o 	 Continued progress is expected in reducing the 
time required to issue a nuclear power reactor 
construction permit. The average time will be 
reduced from 21 months to 16 months during 1977. 
The goal is to reduce this time period to an 
average of 14 months. 

National Foundation on the Arts and the Humanities 

o 	 The Foundation expects to process 14% (or 
3,500) more applications for assistance during 
1977. This will be accomplished through in­
creased productivity and with little or no 
increase in administrative costs. 

National Aeronautics and Space Administration 

o 	 NASA proposes a reduction of 500 civil service 
positions and related reductions of approximately 
900 staff-years of contractor support effort, as 
the result of an extensive "institutional assess­
ment" designed to clarify the roles and missions 
of NASA field centers. When completed in FY 1979, 
the manpower adjustments are projected to result 
in savings of about 3,700 staff-years -- an 8% 
reduction below the 1976 employment levels . 
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Jan. 17, 1976 
J!"'{ 1977 Budget 

Indian Programs 

Budget Summary: 

1976 1977 % 
Agency[Program Outlays % of Outlays % of Change 

$ in M Total $ in M Total 76-77 

1. 	Bureau of Indian 
Affairs . . . . . . . . . .. . 1,097 69 1,048 68 -4 

2. Indian Health Service 339 21 348 23 +3 
, .. 	

. 3.;~~:_~·l.<~7__; "'. HEW/Office of Native 
L" 

__ ~American Programs .. 39 3 39 3 
4. 	Commerce/Economic 

Development Admin. 21 1 17 1 -19 
5. 	Dept. of Labor/Compre­

hensive Employment and 
Training Act, Title III 48 3 50 3 +4 

6. HEW/Indian Education Act 42 3 34 2 -19 

Total 	 1,585 100 1,536 100 -4 

Program Summary: 

1. Bureau of Indian Affairs (Interior) 

- A broad range of public services is provided to 
approximately 580,000 Indians and Alaskan natives 
including management of their lands under laws, .'<~r~:-:-17;-,~.;~:. 
treaties, and trust obligations.'.;:' ,n 

C~ 

...2. Indian Health Service (HEW) 	
.;:. 

".:-:""""'---"'_l"'F' 

- Provides the primary health resource for 518,000 
Native Americans (most, but not all, of those served 
by the Bureau of Indian Affairs) through 150 hospitals 
and health centers and over 300 health stations. 

3. Office of Native American programs (HEW) 

- Successor program to Office of Equal Opportunity 
programs for Indians. 

- Supports special projects contributing to social 
and economic development of Native Americans . 
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4. 	Dept. of Labor/Comprehensive Employment and Training 
Act of 1973 (CETA) 

section 302 establishes a nationally-administered 
Indian Manpower Program. The funds provided this 
program are a percentage of total amounts available 
for Title I of the same act. 

- Authorized activities include on-the-job training, 
job referral, institutional training, public service 
employment, and other manpower services. 

5.	 Economic Development Administration (EDA)u 

--"- -	 --~-. -

·--·---·---·--------------Operates -under the authority of the Public Works 

and Economic Development Act of 1965 (Public Law 
89-136), wherein certain Federal or State Indian 
reservations qualify as redevelopment areas. 

- Provides grants for planning and technical assistance 
for overall reservation economic development and 
individual project planning and grants for public 
works assistance to improve the reservations infra­
structure in support of economic development. 

6. us Office of Education/Indian Education Act (HEW) 

- Provides financial assistance to local education 
agencies for supplemental education needs of Indian 
children. 

Budget policy Highlights: 

- A new program of grants, training, and technical assistance 
for strengthening tribal government will be instituted by 
BIA in support of the Indian Self-Determination Act. An 
increase in budget authority of $22 million is provided 
for this purpose for a total of $33 million in 1977. 

- Increases, though modest, are provided for operation 
of many BIA programs and activities, e.g. education, 
housing, and resources management, on which Indian tribes 
have expressed their priorities • 
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Outlays for the Indian Health Service will rise, with 

an emphasis on ambulatory care and construction of 

hospitals, clinics, and sanitation facilities. 


Reductions and deferrals: 

- The 1977 total for BIA programs, however, is down about 
$50 M. The largest decrease is in the payments under 
the Alaska Native Claims·· Settlement Act, which by law 
drops from $70 M to $30 M in FY 1977. Two other decreases 
are in uncontrollable trust fund outlays ($13 M) and the 
planned use of most of the revolving fund in 1976. 

-:-,.The BIA construction budget for. 1976 reflects a deferral 
-·of $10.9 M in budget author ity for construction grants 

to public school districts in Indian reservation areas. 
This is being done in part as a means to restrain the 
growth in Federal outlays since this is a new program 
and in part because this program partially duplicates 
existing HEW programs providing assistance to public 
schools in reservation impacted areas. 

- A rescission of $15 M in 1976 budget authority for the 
Indian Education Act programs of the Office of Education 
is proposed, and the 1977 budget authority is set at the 1976 
level after rescission. The $15 M was the increase in 
enacted appropriations for 1976 over the $42 M included 
in the President's budget for that year, and the rescis­
sion is proposed because it is believed that $42 M is 
sufficient to achieve the purposes of this program. 

Reductions in funding for Indians in the Economic Devel­

opment Administration programs is consistent with the 

overall reductions in these programs • 
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TRENDS IN FEDERAL CIVILIAN Et-1PLOYHENT 

Total employment in the executive branch (excluding 
the Postal Service) between June 30, 1975 and 
September 30, 1977 is estimated to decrease by 
nearly 16,000 (from 2,106,400 to 2,090,500). With 
the exception of 1973, civilian employment is ex­
pected to reach its lowest level since 1966. 

Federal civilian employment will be less than 20% 
of employment by all governmental units (Federal, 
State and local) as compared to more than 36% in 
1947. As a percentage of the total employed labor 
force, Federal employment is projected at 3% in 
1977; the lowest level since World War II. During 
the same period the percentage of State and local 
employees has risen steadily from 6 to 13 percent 
of the total employed labor force. 

The commonly used and most meaningful employment 
measure is full-time permanent employment. The 
attached table displays, by major agency, full ­
time permanent employment in the executive branch 
from 1975 to 1977. (For additional information 
refer to Special Analysis H "Civilian Employment 
in the Executive Branch" U.S. Budget, 1977.) 
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SUMMARY OF FULL-TI~g PERMANENT CIVILIAN 
EMPLOYMENT IN THE EXECUTIVE BRANCH 

As of June 30 As of Sept. 
1975 1976 30, 1977 Change 

Agency Actual Estimate Estimate 1976-77 

Agriculture 79,133 
Commerce 28,711 

'Defense-mil.func. 954,721 
Defense-civ.func. 29,069 
HEW 129,285 
RUD 15,142 

,,-,Interior 58,088 
,c".~:;£",_-::: ,~~~~~~~-~:.:r1,lstice:~'­ 49,032 
;;~~~:~:-.:.-~-;,:--:::~ ~:,-;-=:.;':Labor-- .:_'_., --- -- 1.3;427,__~~~ 
... - 'State _22~324 

Transportation 70,345 
Treasury 108,138 
Energy Rsch & Dev 

Administration 7,457 
Env. Protection Agen. 9,160 
GSA 36,400 
NASA 24,333 
VA 184,502 
Other: 

AID 6,185 
CSC 6,670 
FEA 2,978 
Nuclear Regulatory 

Commission 2,006 
Pana~a Canal 13,768 
Selective Svc Sys 2,121 
SBA 4,127 
Tennessee Valley 
Authority 14,084 

U.S. Information 
Agency 8,662 

Miscellaneous 37,484 

Subtotal 1,917,352 
Contingencies --------­

Subtotal 1,917,352 
Postal Service 558,311 

Total 2,475,663 

• 


80,400 
28,900 

930,700 
29,100 

135,000 
15,000 
59,200 
51,600 

_ 14,600 
22,900 
72,400 

113,500 

8,300 
9,600 

36,800 
24,300 
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13,800 

200 
4,300 
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8,800 
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1,931,800 
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2,474,400 

80,400 
28,700 

924,000 
29,100 

128,900 
15,700 
59,300 
51,700 
14,900 
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72,600 

110,000 

8,400 
9,600 

36,000 
23,800 

198,100 

6,200 
6,900 
1,800 

2,500 
13,800 

100 
4,400 

15,500 

8,800 
40,200 
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543,600 

2,462,900 
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-12,500 
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IMPROVING FEDERAL MANAGEMENT 


Each year the Federal Government reviews its respon­
sibilities and programs to seek improved methods of 
focusing Federal resources on their highest priority 
objectives. These reviews and studies have two 
principal aims: improving the effectiveness of 
Federal programs in achieving their intended aim; 
and providing better management to reduce the costs 
of Federal programs. 

While many of the studies for 1977 have not yet~been 
determined, the following is a representative sample 
of the major studies which are currently under way or 
proposed: 

STUDIES OF OVERALL FEDERAL MANAGE~ENT, ADMINISTRATION 
AND COMPENSATION 

Commission on Federal Paperwork: This 2-year 
study commission, with membership drawn from the 
Executive, Congress, and the general public, convened 
in October to develop methods of reducing the 
reporting burden imposed on the public by numerous 
Federal forms. The Commission's final report will 
be submitted in December, 1977. 

Privacy Protection Study Commission: This 
Commission, established by the Privacy Act of 1974, 
will examine the implications of government infor­
mation gathering and recordkeeping on the privacy 
of individuals. The Commission will make recom­
mendations for enhancing individual privacy in the 
future through better data management and computer 
security policies. 

Personnel Management Evaluations: The 1977 
budget provides additional funds for the Civil 
Service Commission to expand the number of full 
audits and reviews of agency personnel management 
systems. These reviews which will focus on job 
classification practices and grade escalation are 
expected to result in more efficient agency personnel 
systems that will cost the government ~ess . 
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Implementation of Recommendations of the 
President's Panel on Federal Compensation: As part 
of the implementation of the pay panel recommendations, 
the Civil Service Commission will test through research 
the total compensation approach. Through this approach, 
the principle of comparability could be extended to 
include benefits as well as pay. 

Overhead Costs of Government: OMB has 
initiated a set of interagency working groups to 
develop methods for reducing government overhead and 
administrative expenses. 

Consumer Representation Plans: OMB and the 
Consumer Protection Agency are '.vorking with 17 Federal 
agencies to develop consumer representation plans, 
aimed at giving consumers a greater voice in the 
decisions of government which affect them, and 
development of better consumer education and 
information. 

Productivity Improvements: An interagency 
task group has developed a system to measure Federal 
government productivity. Further studies will be 
conducted to determihe how government productivity 
can be raised. Cooperation with the new National 
Center on Productivity and Quality of Work Life is 
expected. 

Interagency Medical and Nonperishable 
Subsistence Supply Management Co~~ittee: This 
committee will establish a single system for 
Government-wide management of medical and non­
perishable subsistence items for the Federal 
government. By eliminating duplication by 
executive agencies, the system will provide 
increased effectiveness at a lower cost to the 
Government. 

Federal Audiovisual Co~~ittee: This 
committee will develop and implement a policy to 
eliminate duplication of audiovisual products, 
services, equipment and personnel within the 
Federal government. This policy will also elimi­
nate unwarranted government competition with the 
private sector in the acquisition of audiovisual 
services. 
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. Interagency Committee for Food Procurement: 
This committee will develop Federal marketing infor­
mation techniques to permit effective planning by 
government agencies in their procurement of food 
products. Better planning will reduce the cost of 
food and facilitate the planning of meals by 
dietitians. 

Interagency Task Group on Procurement and 
Supply of Commercial Products: The purpose of this 
task group is to develop principles and guidelines 
for procuring commercial products competitively 
without the necessity of developing and using 

-Federal specifications. The objectiv~ is to 
achieve greater economy and efficiency in the 
procurement, storage and distribution of commercial 
products. 

Interagency Task Group for Small Research 
and Development Firms: This task group will identify 
ways to insure better use of the high technology 
capabilities of small business firms. Specifically, 
it will develop techniques for increasing contract 
awards to small rese~rch and development firms so 
that the innovative and economical contributions of 
these firms to the Nation's technology base can be 
preserved. 

Interagency Federal Procurement Data System 
Committee: This committee will establish a system 
to collect, develop, and disseminate executive 
agency procurement data that satisfies the needs 
of the Congress, the executive branch, and the 
private sector. The system will provide government­
wide statistics on the approximately $66 billion 
expended annually for goods and services to meet the 
needs of the government. 

. Grants Management Improvement Study: OMB is 
currently conducting a study to better distinguish 
between procurement and assistance-type relationships 
and to further streamline assistance programs. 

Joint Funding Study: OMB is working with a 
variety of Federal agencies to assure the effective 
implementation of the Joint Funding Simplification 
Act. Regulations governing the program will be 
promulgated in early 1976 and should facilitate 
the delivery of Federal support for multi-purpose 
projects. 
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Project Notification and Revie.w Systems 
Study (A-95): During FY 1976, OMB is.planning a 
comprehensive evaluation of project notification 
and review systems which are designed to facili ­
tate state and local government evaluations of 
federally assisted programs. 

. Intergovernmental Information Systems: OMB 
is continuing to work with Federal agencies to 
improve the availability of information on grant 
programs to state and locaY governments. During 
FY 1976, this will include expanded reporting on 
projected budget changes, and more timely reports 
on grant award decisions. 

Assessment of Federal Field Coordination: 
OMB will undertake assessment of Federal field 
coordination systems including a comprehensive 
review of Federal Regional Councils. 

Quadrennial Commission on Executive, 
Legislative, and Judicial Salaries: As provided 
by public law, this commission will be appointed 
this calendar year to study and make recommendations 
to the President on the problem of "pay compression ll 

for high Federal officials, whose salaries are often 
below those paid private sector executives with 
comparable or less extensive responsibilities. 
This commission will complete its report in time 
for the President to prepare recommendations to 
the Congress in January, 1977. 

Comprehensive Plan for Federal Statistics: 
All Federal statistical agencies with OMB leader­
ship are working with advisory committees and 
policy advisory groups to determine needs for 
improved statistical programs and to identify low 
priority programs which should be discontinued. 
A preliminary version of the plan, which will out­
line statistical developments throughout the 1900's, 
will be available by early 1977. 

GNP Data Improvement Project: A project 
team is working under the direction of a public 
advisory committee to review the data requirements 
for improved estimates of components of the gross 
national product. These estimates pro,vide a 
critical statistical framework for eco"nomic policy 
decisions. The recommendations are expected by 
mid-year 1976. 
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